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VENTURES  7000, LLC, a n Qkla hgma  limite d
lia bility compa ny,

JEFFREY D. McHATTON AND STARLA T.
McHATTON, husband and wife,

DOUG LITTLE - Chairman
BOB STUMP
BOB BURNS
TOM FORESE
ANDY TOBIN

ROBERT J. MOSS AND JENNIFER L. moss,
husband and wife,

THE FORTITUDE FOUNDATION, an Arizona
corporation,
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14
ROBERT D. S P ROAT AND J ANE DOE S P ROAT,
hus ba nd a nd wife ,

15 KEVIN KRAUSE, a single man, and

16 VERNON R. TWYMAN, JR., a single man,

17
Res pondents

ELEVENTH
PROCEDURAL ORDER

(Grants Continuance and Extends
Date for Exchange of Witness Lists

and Exhibits)

18 BY THE COMMIS S ION:

19

2 0

21

2 2

23

2 4

25

2 6

On February 23, 2016, the Securities Division ("Division") of the Arizona Corporation

Commission ("Commission") tiled a Temporary Order to Cease and Desist ("T.O.") and a Notice of

Opportunity for Hearing ("Notice") against Robert J. Moss and Jennifer L. Moss, husband and wife,

The Fortitude Foundation ("TFF"), an Arizona Corporation, Ventures 7000, LLC ("Ventures"), an

Oklahoma limited liability company, Jeffrey D. McHatton and Starla T. McHatton, husband and wife,

Robert D. Sproat and Jane Doe Sproat, husband and wife, Kevin Krause, a single man, and Vernon R.

Twyman, Jr., a single man, (collectively "Respondents"), in which the Division alleged multiple

violations of the Arizona Securities Act ("Act") in connection with the offer and sale of securities in

27 the form of interests, stock and promissory notes. Respondent spouses, Jennifer L. Moss, Starla T.

2 8
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1 McHa tton a nd Ja ne  Doe  Sproa t, we re  joine d in the  a ction sole ly for the  purpose  of de te rmining the

2 lia bility of the  irre spe ctive  ma rita l communitie s  pursua nt to A.R.S . 44-2031(C).

3 On March 24, 2016, counsel for the  McHatton and TFF Respondents filed a  request for hearing

4 in this  ma tte r. The  McHa tton a nd TFF Re sponde nts , with the  a gre e me nt of the  Divis ion, a lso file d a

5 S tipula tion tha t e xte nde d the  da te  for the  filing of the ir Answe r to April ll, 2016.

6 On March 3 l , 2016, by Procedural Order, a  pre-hearing conference  was scheduled on April 20,

7 2016.1

8 Additiona lly, on March 31, 2016, the  Moss Respondents  filed a  request for hearing and further

9 requested 30 days  to re ta in counse l and to file  an Answer to the  T.O. and Notice .2

10 On April 4, 2016, by Procedura l Order, it was  found tha t ample  time  would be  ava ilable  for the

l l Moss Respondents  to re ta in counsel and tha t the  pre-hearing conference  could go forward on April 20,

12 2016, a s  pre vious ly orde re d.

13 On April 6, 2016, the  Divis ion filed a  re sponse  to the  reques t for a  30 day de lay by the  Moss

14 Respondents . There in, the  Divis ion noted the  McHatton's  and TFF were  represented by a ttorneys  who

15 had ea rlie r indica ted the ir representa tion of those  partie s  in the ir request for hearing filed on March 24,

1 6  2 0 1 6 .

17 It was further noted by the  Divis ion tha t the  Moss Respondents  had been se rved on March 10,

18 2016, and the  Divis ion objected to the  lengthy de lay reques ted by the  Moss  Respondents  to file  the ir

19 Answer. Ins tead the  Divis ion proposed only a  10 day extens ion from the  current due  da te  of April 11,

20  2016  to  April21 ,2016 .

21 On April 8, 2016, by Procedural Order, the  Moss Respondents were  ordered to file  their Answer

22 by April 29, 2016.

23 On April 11, 2016, the  Answers  of the  McHatton and TFF Respondents  were  filed.

24 On April 20, 2016, a t the  initia l pre -hea ring confe rence , counse l for the  Divis ion and counse l

25 for the  McHattons  and TFF Respondents  appeared. Ne ithe r of the  Moss  Respondents  appeared and

26 couns e l wa s  not pre s e nt on the ir be ha lf. Afte r a  brie f dis cus s ion, it wa s  le a rne d tha t the  Mos s

27

28
1 As of the date of the Firs t Procedural Order, the following Respondents  had been duly served with copies  of the T.O. and
Notice: the Mosses , `Ventures , the McHattons , TFF, and Kevin Krause.
2 The Moss  Respondents , in their request for a  hearing, appeared to a lso request s imilar relief for TFF.

2
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1 Respondents  had inadve rtently not been added to the  proceeding's  se rvice  lis t and tha t they did not

2 rece ive  notice  of the  pre -hea ring tha t had origina lly been scheduled on April 20, 2016.

3 On April 21, 2016, by Procedura l Order, the  pre -hea ring confe rence  was  re scheduled to May

4 18, 2016, with notice  provided to a ll parties  who had requested a  hearing or the ir a ttorney of record.

5 On April 29, 2016, the  Divis ion and the  McHa tton and TFF Respondents  filed a  Joint Motion

6 to re sche dule  the  pre -he a ring confe re nce  sche dule d on Ma y 18, 2016. Counse l for the  pa rtie s  cite d

7 conflicting matters and suggested a lternate  dates for the  proceeding to be  rescheduled on May 24th, 25"'

8

9 Additiona lly, on April 28, 2016, the  Moss  Respondents  filed the ir Answer.

10 On May 3, 2016, by Procedura l Order, the  pre-hearing conference  was rescheduled to May 25,

1 l 2016.

12 On Ma y 5, 2016, couns e l for the  McHa tton a nd TFF Re s ponde nts  file d a n Applica tion to

13 Withdraw ("Applica tion") a s  the ir counse l of record. Counse l indica ted tha t the  Applica tion was  be ing

14 ma de  without the  cons e nt of the ir clie nts . Couns e l furthe r indica te d tha t "conflicts " re quire d the ir

15 withdra wa l from the  proce e ding. It wa s  a lso indica te d tha t the  McHa tton a nd TFP  Re sponde nts  ha d

16 been advised of a ll da tes  pending in the  proceeding.

17 On Ma y 6, 2016, a  re que s t for he a ring wa s  file d for Ve nture s  by its  ma na ge r, Ve rnon R.

18 Twyman, Jr., another named Respondent who has apparently not ye t been served.

19 On May 10, 2016, the  Divis ion filed its  re sponse  to counse l's  Applica tion and s ta ted tha t the

20 Divis ion did not oppos e  the  Applica tion.

21 On May 12, 2016, by Procedura l Order, the  Applica tion by counse l for the  McHatton and TFF

22 Respondents  was  granted.

23 On Ma y 25, 2016, a t the  pre -he a ring confe re nce , the  Divis ion a ppe a re d with  couns e l.

24 Re s ponde nts  Robe rt Mos s , J e ffe ry McHa tton a nd S ta rla  McHa tton a ppe a re d on the ir own be ha lf.

25 Several Respondents remain to be sewed and Respondent Krause who was served has not requested a

26 he a ring. The  Divis ion indica te d tha t would soon a me nd the  Notice  a nd re que s te d tha t a  he a ring be

27 s che dule d.

28 On July 1, 2016, by P rocedura l Orde r, a  hea ring was  scheduled on September 19, 2016. As

or 26th 2016.

3
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1 indica te d a t the  pre -he a ring confe re nce , the  Divis ion file d a  Motion for Le a ve  to File  Ame nde d

2 Te mpora ry Orde r a nd Notice  ("Motion for Le a ve ").

3 No re sponses  we re  filed to the  Divis ion's  Motion for Leave .

4 On July 14, 2016, by Procedura l Order, the  Divis ion's  Motion for Leave  was  granted.

5 On July 19, 2016, the  Divis ion filed the  Amended T.O. and Notice .

6 On July 21, 2016, the  Moss  Re sponde nts  a nd a lso on be ha lf of TFF file d a  re sponse  to the

7 Ame nde d T.O. a nd Notice  re que s ting a  he a ring a nd a  30 da y e xte ns ion of time  to tile  a n Ame nde d

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

8 Answer and for the  exchange  of the  Witness  Lis ts  and Exhibits .

9 On July 26, 2016, the  Divis ion filed a  re sponse  to the  reques t for a  30 day de lay by the  Moss

Respondents  to file  the ir Amended Answer and for the  exchange  of Witness  Lis ts  and Exhibits . The

Division stated that, based on the service date of the Amended T.O. and Notice, the Moss Respondents '

Amended Answer is  not due  until August 19, 2016, and tha t if they were  granted a  30 day extension to

file  the ir Ame nde d Ans we r, until S e pte mbe r 19, 2016, tha t da te  is  the  da te  tha t the  he a ring is  to

commence. Further, the  Division argued tha t the  Moss Respondents  had not shown good cause  for an

extension of time  to file  the ir Amended Answer and to exchange  Witness  Lis ts  and Exhibits .

On August 2, 2016, counsel for Ventures and Respondent Twyman entered an appearance.

On August 4, 2016, the  McHatton Respondents  and a lso cla iming representa tion for TFF filed

a response to the  Amended T.O. and Notice  requesting a  hearing and a  15 day extension of time to file

an Amended Answer and for the  exchange  of Witness  Lis ts  and Exhibits .

On Augus t 4, 2016, Re sponde nt Ke vin Kra use  file d a  re sponse  to wha t a ppe a re d to be  the

Amended T.O. and Notice  in the  form of an Answer. Respondent Krause  had previously not appeared

in the  proce e ding e a rlie r, but this  filing wa s  tre a te d a s  a  re que s t for he a ring a nd Ans we r by the

Re sponde nt a ppe a ring on his  own be ha lf.

On Augus t 5, 2016, the  Divis ion file d a  re s pons e  which conta ine d a  Motion to Exte nd Da te  to

Excha nge  Witne s s  Lis ts  a nd Exhibits  pe nding the  outcome  of a  Motion to Continue  He a ring which the

Divis ion a ntic ipa te d would be  file d by couns e l for Re s ponde nts  Twym a n a nd Ve nture s  a fte r conta c t

be twe e n couns e l for the  Divis ion a nd couns e l for Twyma n a nd Ve nture s . The  Divis ion s ta te d tha t the

da te  for the  e xcha nge  of Witne s s  Lis ts  a nd Exhibits  ha d pa s s e d (Augus t 5, 2016), a nd re que s te d tha t

4
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1 the exchange be  postponed until the  issue  was decided on the  anticipated Motion for a  Continuance by

2 the  Twyman and Ventures  Respondents  so tha t an actua l exchange  can take  place  prior to the  hearing

3 ra the r than the  Divis ion unila te ra lly providing its  Witness  Lis t and Exhibits  to the  Respondents .

4 On August 8, 2016, the  Moss Respondents  filed an Answer to the  Amended T.O. and Notice .

5 On Augus t 9 , 2016 , by P roce dura l Orde r, a lthough  unknown whe the r a  Motion  fo r a

6 Continuance  would be  filed by the  counse l for Respondents  Venture s  and Twyman, an extens ion for

7 the  exchange  of the  Witness  Lis ts  and Exhibits  was granted until August 31 , 2016.

8 In addition, on August 9, 2016, Respondents  Ventures  and Twyman filed a  request for hearing

9 a nd a  motion for a t le a s t a  90 da y continua nce  citing a  ne e d for discove ry a nd a  ne e d for a dditiona l

10 time  for pre pa ra tion for the  he a ring.

11 On Augus t 11, 2016, the  Divis ion tile d a  Conse nt to Ema il S e rvice  a nd a  Re sponse  to the

12 Motion for a  Continua nce  by the  Ve nture s  a nd Twyma n Re sponde nts . The  Divis ion a rgue d tha t the

13 Ventures and Twyman Respondents had been aware of the pending proceeding from sometime in early

14 Ma y 2016, but the ir loca l couns e l did not e nte r a n a ppe a ra nce  until Augus t 2, 2016, a nd a lthough

15 se rvice  ha d be e n ma de  on Ve nture s , the re  wa s  no e vide nce  tha t Re sponde nt Twyma n ha d be e n

16 pe rsona lly se rve d prior to Augus t 2, 2016.

17 On August 12, 2016, the  Divis ion sent an email conta ining the  names and the  docke t number

18 for th is  ma tte r to Heari1;gDivis ionServicebyEmail@azcc.gov from the ir des igna ted email addresses .

19 The  Hea ring Divis ion ve rified the  va lidity of the  des igna ted ema il address , which now appea rs  on the

20 se rvice  lis t for this  ma tte r in a ddition to the ir a ddre sse s  for U.S . Ma il.

21 On Augus t 16, 2016, the  Venture s  and Twyman Respondents  filed a  Reply to the  Divis ion's

22 Augus t 11, 2016, filing tha t objected to a  continuance  of the  proceeding. Respondents  a rgued tha t a

23 continuance  would not pre judice  anyone .

24 On Augus t 19, 2016, the  Ve nture s  a nd Twyma n Re s ponde nts  file d the ir Ans we r to the

25 Amended T.O. and Notice .

26 On August 23, 2016, by Procedural Order, a  brief continuance was granted for the  hearing from

27 September 19, 2016 to October 31, 2016 , to a llow the parties to adequately prepare for the proceeding.

28 In light of the  brie f continuance , and to insure  tha t the  exchange  of Witness  Lis ts  and Exhibits  would

5
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1 be  orde rly, the  da te  for the  e xcha nge  wa s  e xte nde d to S e pte mbe r 16, 2016. La s tly, the  Divis ion's

2 Consent to Email was  granted.

3 On Augus t 3 l ,  2016, the  Divis ion file d a  Motion to Continue  the  he a ring tha t ha d be e n

4 continued to October 3 1 , 2016, s ta ting tha t its  counsel would have  a  conflict with the  prepara tion for a

5 another proceeding that had been scheduled earlier to commence on November 28, 2016. The Divis ion

6 reques ted tha t this  proceeding be  continued to a  da te  early in 2017.

7 On September 6, 2016, Respondents  Ventures  and Twyman filed a  Response  to the  Divis ion's

8 Motion to Continue  and s ta ted tha t they did not oppos e  a  continuance . Res pondents ' couns e l furthe r

9 s ta ted tha t he  had two previous ly scheduled FINRA arbitra tions  in January 2017, and indica ted tha t he

10 would be  ava ilable  in February 2017, for this  hearing to be  scheduled. Counse l a lso reques ted tha t the

11 de a dline  for the  e xcha nge  of Witne s s  Lis ts  a nd Exhibits  be  e xte nde d to  60  da ys  prior to  the

12 commencement of the  hearing.

13 On S e pte mbe r 12, 2016, the  Divis ion file d its  Re ply in s upport of its  outs ta nding motion a nd

14 s ta ted tha t the  Divis ion is  ava ilable  for a  hearing in February 2017 and does  not oppose  the  exchange

15 of Witnes s  Lis ts  and Exhibits  60 days  prior to the  commencement of the  hearing.

16 Unde r the  circums ta nce s  good ca us e  ha s  be e n s hown for a  continua nce  a nd the  Divis ion's

17 Motion for a  Continuance  s hould be  granted. Additiona lly, the  exchange  of Witnes s  Lis ts  and Exhibits

18 shall be  extended to 60 days  before  the  commencement of the  hearing.

19 IT IS  THEREFORE ORDERED tha t the

20 to  Fe b ru a ry 21, 2017, a t 10:00 a .m ., a t the  Commis s ion's  office s , 1200 We s t Wa s hington S tre e t,

21 Hea ring Room No. 2, Phoenix, Arizona .

22 IT IS  FURTHER ORDERED tha t the  pa rtie s  s ha ll a ls o  s e t a s ide  Februa ry 22, 23, 27 and

23 28, Ma rc h  1, 2, 6, 7 and 8, 2017, for additiona l days  of hearing, if neces s a ry.

24 IT IS  FURTHER ORDERED tha t the  da te  for the  exchange  of Witnes s  Lis ts  and Exhibits

25 by the  Divis ion  and Res pondents  s ha ll be  extended from September 16, 2016, to  December 23,

26 2016 with courte s y copies  provided to the  pres iding Adminis tra tive  Law J udge .

27 IT IS  FURTHER ORDERED that if the parties  reach a  res olution of the is s ues  rais ed in the

28 Notice  prior to  the  hea ring, the  Divis ion s ha ll file  a  Motion to  Vaca te  the  Proceeding.

hearing shall be continued from October 31, 2016,

6
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2

3

4

5

6

IT IS  FURTHER ORDERED tha t the  re que s t by the  Divis ion, to re ce ive  se rvice  of a ll filings

in this  docke t, including a ll filings  by pa rtie s  and a ll P rocedura l Orde rs  and Recommended Opinions

a nd Orde rs /Re comme nde d Orde rs  is sue d by the  Commiss ion's  He a ring Divis ion, via  its  re spe ctive

designated email address  ra ther than via  U.S. Mail, is  hereby approved.

IT IS  FURTHER ORDERED tha t the  Ex P a rte  Rule  (A.A.C. R14-3-l 13-Una uthorize d

Communica tions) is  in e ffect and sha ll remain in e ffect until the  Commiss ion's  Decis ion in this  ma tte r

7 is  fina l a nd non-a ppe a la ble .

8 IT IS  FURTHER ORDERED tha t a ll pa rtie s  mus t comply with Rule s  31, 38, 39 and 42 of the

10  a dmis s ion pro hoc vice .

l l IT IS  FURTHER ORDERED tha t withdra wa l or re pre se nta tion mus t be  ma de  in complia nce

12 with A.A.C. R14-3-l04(E) a nd Rule  1.16 of the  Rule s  of P rofe s s iona l Conduct (unde r Rule  42 of the

13 Rules of the  Arizona Supreme Court). Representa tion before  the  Commission includes appearances a t

14 a ll hearings and procedura l conferences, as  well as  a ll Open Meetings for which the  matter is  scheduled

15 for d is cus s ion , un le s s  couns e l ha s  p re vious ly be e n  g ra n te d  pe rmis s ion  to  withdra w by the

16 Adminis tra tive  La w Judge  or the  Commiss ion.

17 IT IS  FURTHER ORDERED tha t each party or prospective  pa rty sha llre fe r to  the  Procedura l

18 Order Regarding Cons ent to  Email Se rvice issued in this  matte r on Augus t 23, 2016, for a dditiona l

19 informa tion re ga rding the  proce ss  to conse nt to s e rvice  by e ma il. Informa tion re ga rding Conse nt to

20 Ema il S e rvice  is  a lso a va ila ble  on the  Commis s ion's  we bs ite  (www.a zcc.gov) by clicking on "Ema il

21 Service  Consent."

22 IT IS  FURTHER ORDERED tha t the  P re s iding Adminis tra tive  La w Judge  ma y re scind, a lte r,

23 a me nd, or wa ive  a ny portion of this  P roce dura l Orde r e ithe r by subse que nt P roce dura l Orde r or by

24 ruling a t he a ring.

25 DATED this

26

27

28

/4 ay of September, 2016.

/ ..R . STE
ADMINISTRATIVE LAW JUDGE
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1

2

3

On this /4 . day of Septembe r, 2016, the  foregoing document was  filed with Docke t Control a s  a
Procedura l Order - Reschedules  a  Hearing, and copies  of the  foregoing were  mailed on beha lf of the
Hearing Divis ion to the  following who have  not consented to email se rvice . On this  da te  or as  soon as
possible  thereafte r, the  Commission's  eDocke t program will automatica lly email a  link to the  foregoing
to the  following who have  consented to email se rvice .

4

5

6

Je ffre y D. McHa tton
S ta rla  T. McHa tton
The  Fortitude  Founda tion
P.O. Box 1983
Higle y, AZ 85236

7

8

9

Robert J . Moss
Jennife r L. Moss
125 West Baylor Lane
Gilbe rt, Arizona  85233

10

11

12

13

Robe rt D. Mitche ll
Megan R. Jury
Sarah K. Deutsch
Camelback Esplanade  II, Seventh Floor
TIFFANY & BOS CO P A
2525 E. Camelback Road
Phoenix, AZ 85016
Attorney for Respondents  Ventures  7000, LLC and Vernon R. Twyman, J r.

14

15

Ke vin Kra us e
S ola r S tore
2833 N. Country Club Roa d
Tucs on, AZ 85716

16

17

18

19

20

Ma tt Ne ube rt, Dire ctor
Se curitie s  Divis ion
ARIZONA CORP ORATION COMMIS S ION
1200 West Washington Street
Phoenix, Arizona  85007
jburgess@azcc.gov
wcQy@azccg_ov
kh@azQc.gov
Cons ented to Service  by Email

21

22

23

C O AS H & C O AS H,  INC .
Court Re porting, Vide o a nd Vide oconfe re ncing
1802 North 7th S tre e t
P hoe nix, AZ 85006

24

25
By:

Rebecca STallman
Assis tant to Marc E. S te rn

26

27

28
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